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VOLUME SEVEN 


In Thos 


se Days 


Reminiscences of 

By GrEor 

\ review of the accounting profes- 
g 


pos- 


with the adoption of the State 


sion in California should begin 
sibly 
Constitution, which authorized the em 
ot 


the public authorities under 


ployment expert accountants by 
certain 
Phat Constitution with its 
still 
and in the meantime an additional law 


conditions. 


various amendments is in effect, 
has been enacted creating the title ot 


} 
pro 


behavior of 


certified public and 


for the 


accountant, 
viding decorous 
those so stvled. 

This law is still in effect, although 
some attempts have been made at times 
to alter rhe 
of law, and of 
to whom have been granted the privi- 


and amend it. histor, 


the accountancy those 


] 


leges included in its provisions, may 
be read in the record of proceedings of 
the State Board and of the State 
Societv of Certified Public Account 
ants. 


The purpose « 
undisturbed the dust which lies upon 
those records and, following the hint 
which given in the November 
number, to inscribe a line to the more 
picturesque and personal side of this 


f this paper is to leave 


Was 


dry-as-dust profession. 


The Days of Gold Dust 
\ review of the work of accountants 
in California from the early times to 
the present should rightly 
the miner’s bag of gold dust. 


exe) back to 
Nothing 
could be more primitive than the sys- 
tem by which he invested his capital 
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ina pick and a shovel, while his equip 
ment of a roll of blankets, 
and a sack of coffee. 
secured raw material from the dry 


consisted 
a bag of beans, 
lle 
wash, manufactured with his pan, and 
the product carried in a buckskin bag 
brought him the means of sustaining 


life, and for his idler moments, recrea- 


tion, with ‘wine, women, and song.” 
This bag of gold dust formed a 
medium of exchange, for which no 


other provision had been made, and 
while the cashier in the 
of that 
handled any paper money, he was re 


general mer- 
chandise store era never 
quired to and did become expert in 
handling Troy weight scales. 

\gain, there were thousands of the 
early settlers on the Pacific Coast who 
never visited the “diggings,” but de- 
voted their time and energies to agri- 
culture. at- 
tacked the forest and engaged in lum- 
bering to supply the needs of a popu- 


Phousands more who 


lation which was growing by 
and bounds. 


leaps 


Steamer Day 
To supply the needs of miner and 
farmer and lumberman, there sprang 
up merchandise dealers, who purchased 
for the greater part in New York. The 
Steamship Company established sail- 
ing dates on the first and fifteenth of 


each month from San Francisco for 
Panama. Merchants purchasing in 
New York sent remittances in pay- 


ment by said steamers semimonthly. 














1S) 
~ 
a 
~ 
_ 
~~ 


Hence arose the custom in San lran- 
cisco of making all collections possible 
the day, 
namely, the thirteenth and the twenty 
eighth of month. 


was sold subject to these dates of set- 


two davs_ before sailing 


each Merchandise 


tlement, and on “Steamer Dav” (so 


called ) 


headquarters swarmed the streets ot 


collectors from the jobbers 
the city and gathered in coin, cheques, 
ind even gold dust, which were taken 
into account in the cash book the next 
day, and remittances prepared for the 
day following that. 

“Steamer Day” became a regular in- 
stitution. Settling up 
f accounts month 


and squaring 


twice a seemed a 


sensible thing to do, and the custom 


prevailed for many years after the 


Steamship Company had modified its 


and overland railroads 
brought closer contact with the Eastern 


States. 


sailing dates, 


lhe practice of maintaining a force 
of collectors and of offsetting accounts 
persisted until the fire of 1906 came 
the entire busi- 
With the 
rebuilding, the last vestige of 
Day” the 
limbo of forgotten customs, although 
some firms still cling to the habit of 


ilong and destroved 
ness section of the city. 
citv's 
into 


“Steamer vanished 


paving their bills on the thirteenth and 
twenty-eighth of each month. 

\nother old custom which disap- 
peared about that time, was the vener 
ated bank book. Efforts had 
been made before that time to induce 


Pass 


the banks to adopt the monthly state- 


ment system, but without avail. In 


fact, the bankers told the accountants 
that “it couldn't be The 
earthquake levelled some chimneys, and 


done.” 


the fire a good many buildings, and the 
the 
system now in general use. 


pass book gave wav to modern 


OUuURN AE 


The Days of the Railroad 
The railroads had a tremendously 
Important part in the upbuilding of 
the West, and particularly so in Cali 
The the Civil War 
was but a few vears before completion 
of the first the 
fifteen 


fornia. close of 


overland line, and 


second was completed about 
vears later. 

Che railroad scheme of accounting 
necessarily an exact science, for 
had to deal 


shipper and each passenger. 


Was 


the company with each 
Hlowever 
in under 


sure to 


careless the agent might be 


charging for service, he was 


hear of anv overcharge inadvertently 


made. Fundamentally the revenue ac 
ounting system of the ratlroads stands 
today as it did at the outset. 

One railroad company was granted 
by the Government, as subsidy, a very 
large territory in lands contiguous to 
the right-of-way. Strenuous ettorts 
were made to sell these lands to the 
public the securing 
financial resources, as well as for the 


for purpose of 
purpose of inducing settlers to develop 
the country and incidentally increase 
trattic. At 
countant was employed to review the 


one time an expert ac- 
records of the land agent for a period 
The accountant worked 
long, and faithfully, and 


in due time rendered his report, which 


of vears. 
laboriously 


is here quoted in full: 


‘Dear Sir: 

| beg to report that the Land Agent 
has paid to the Treasurer all the sums 
he said he did. 


Yours truly,” 


This report can certainly be com- 
mended for brevity. There is an air 
of positiveness about it which fully 
acquits the agent of having uttered 
any untruth, and there is a definite- 
ness about the accountant’s own con- 
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clusions, which is not marred by any 


qualifving phrases. ‘The bookkeeper 
undoubtedly was rejoiced to know that 
he had no correcting journal entries to 
make, and as for balance sheets and in- 
come accounts, 


disturbed the 


no troubling thought 


even tenor of his way. 
Pay Days 


Prior to the earthquake of \pril 18, 
1906, and the insignificant blaze which 
the City of 
San Francisco, the use of paper money 
limited. Gold 
the ordinary 


foll wed and destroved 


was very and_ silver 


coin was medium, with 


the 
about 


substituted 
No attempt will be made 
to argue for either custom, but merely 
to 
practice. 


pay cheque 
1900. 


system 


note the passing of a picturesque 

It might be well to tell a story here. 
(On one pay car trip, the car was run 
ning “special,” which means with an 
engine and no other cars. The country 
was wild and the line unfenced, and 
rounding a sharp curve, the engine 
came into violent contact with a band 
of cattle on the track, killing a steer. 
It required some time to make re- 
pairs, and there being no brakeman, the 











1h) Voulin 19 
The Sky Line of the Financial District, San Francisco 
The San Fr 


incisco Offices are located in the 


of course, the paper money gradually 
growing in popularity. 

The railroad company paid its em- 
lovees monthly in coin, which was dis- 
tributed the pay 
lhe coin was paid to each employee 


over line by a Car. 


In person by the paymaster in the pres- 


ence of two witnesses, the payroll 
checked, and when the run was fin- 
ished, the payroll was turned over to 
the auditor, and credit given for the 
disbursement. The pay car ran 
forty years without serious accident, 
and without the loss of a dollar. 

lhe cars were finally discarded and 


for 





third building on the sky line from the left 

auditor's clerk was sent back along the 
line to flag any following train. The 
cattle became excited by the smell of 
blood, and seeing a man with a red 
flag, followed him in large numbers. 
lle was finally forced to leave the 
track and climb a tree, where he 
remained until the repairs were com- 
pleted. Nor would he come down and 
venture on the track, but the 
engine and car were backed down to 


1 


tn tree 


back 


and rescue effected. This is 
mentioned by way of illustrating the 
varied experiences incident to an ac- 
countant’s life. 
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Boom Days 
\t certain periods in the West there 
have developed booms in mining 
stocks, and at such times the public 
has seemed to be possessed by a mania 
for speculation. Many millions were 


produced from the gold and _ silver 
mines of Nevada, and a few great 
fortunes accumulated. On the Stock 
Exchange, however, was the _ focal 


point for excitement without the in- 
convenience of a journey to the moun- 
tains. 

\t one time a remarkable discovery 
of gold was made in Nevada, and a 
mushroom town named _ Goldfield 
sprang up in the desert. A railroad 
was built, people flocked from every 
direction, and a town of 20,000 in- 
habitants grew apparently overnight. 
\ thousand mining claims were staked 
out, some with good surface showings, 
some with poor prospects, and many 
which were flat swindles. Picturesque 
names were given to the various com- 
panies and the stocks were traded in 
thousands of shares daily both in Gold- 
field and in San Francisco. 

We called upon to make a 
balance sheet audit of a large broker- 
age house in Goldfield, and our rep- 
resentatives found there an extensive 
suite of offices, with a force of forty 
clerks working in shifts day and night. 
Their principal occupation was receiv- 


were 


ing and acknowledging remittances 
which poured in daily by the thousand 
from every section of the United 
States. 


A slight difference of opinion as to 
the plan of valuing the stocks carried 
by the broker caused us to discontinue 
the work, and we were given as pay- 
ment for our services to date a sheaf 
of stock certificates representing 


shares in a number of mining claims. 
These were converted into cash on the 








San Francisco Exchange. A week 
later the bubble burst—someone com- 
plained about the U. S. mails, their 
uses and abuses, and the game was 
over. 

It may be that an accounting firm 
will be called upon to prepare a balance 
sheet for some land development com- 
pany in Florida before many months 
have passed, and it is interesting to 
reflect upon the effect of a sudden 
shrinking of values, or the stoppage of 
the flow of travel southward from 
any reason whatsoever ! 

One of our representatives was sent 
into the mountains in winter time to 
the accounts of a _ general 
merchandise store which traded with 
several lumber mills. He arrived at 
the camp late at night, and the follow- 
ing morning early walked unannounced 
into the office of the cashier and book- 
keeper. A large amount of cash and 
cheques was on hand, and a count was 
begun at once. In lifting the coin tray 
from the safe, it fell and coins rolled 
in all directions. It took some time 
to count the funds, and after two re- 
counts there was a shortage of $5. The 
cashier remarked, “I know it balanced 
at 10 o'clock last night, and a perfect 
stranger walks in out of the dark and 
finds me short!” After some good- 
natured raillery, the missing $5 gold 
piece was found tucked into a hole! 


examine 


The “Oily” Days 


During the nineties some inquiring 
spirit happened to discover oil in 
California in a section previously un- 
suspected, and the resultant prospect- 
ing caused development of oil fields 
extensive beyond the dreams or imagi- 
nation of the miner of the early days. 

The oil industry called for the 
accountant’s services in a new field, 
and has continued to this day its de- 
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mand for his abilities. Coincident 
with the oil development, a new field, 
heretofore unheard of, was opened 
up to the accounting profession. One 
of the first accounting systems for 
an oil company in California was de- 
vised and installed under our direc- 
tion. 


the history of accounting in California 
should be reviewed, this paper would 
discontinue these reminiscences. The 
water that has flowed under the bridge 
has gone forever, and whether we 
commence our recollection with the 
\rgonaut of 1849, or with the as- 
sassination of President Lincoln, 
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Looking Northward Along the Bay Waterfront, San Francisco 


Not only the oil and automobile in- 
dustries have been added to the field 
of activity for the accountant in Cali- 
fornia. It may be mentioned that it 
was about 1900 that San Francisco 
saw the establishment of its first in- 
vestment brokerage house, and its first 
firm handling commercial paper. 


Inventory Days 


If it were not for the request that 


matters not so much as what the pres- 
ent day may bring us in experience, 
and in the desire to keep in step with 
the business requirements of the 
twentieth century. 

It is our task and duty to educate 
ourselves, and also the business public, 
in the ways of good accounting prac- 
tice. As fast as one generation be- 
comes sophisticated, along comes 
another which is quite as green. In 











time it learns to appreciate the story 
of the owner of a small milling plant 
whose company, with others, was 
merged into a combination. At the 


end of the first vear of operating the 
old miller was asked if the new com- 
had dividend. To 
which he replied, “Yes, but we had to 
take inventory twice to do it.” 
\lention was made hereinbefore of 
the earthquake of 1906 which “*burned”’ 


pany earned its 


the City of San Francisco. It hap- 
pened that a few weeks before an 
audit was made of a certain institu- 


found an in- 
Only a small portion 


tion, where the auditor 
complete ledger. 
of the plant was carried as an asset 
upon the books, and it became neces- 
sary to take a complete inventory of 
the plant, in order to prepare a proper 
balance sheet. The proprietor demur 
red to the taking of the inventory, and 
could not be convinced of either its 
necessity or desirabilitv. The work 
was finally completed and report pre- 
pared, and bill rendered. Promptly 
came the objection that the in- 
work had not been ordered, 
and therefore that portion of the bill 
would not be paid. 

While correspondence was being car- 
ried on, the earthquake referred to 
“burned” down the plant and con- 
every char 


1 
back 


ventory 


sumed all the records of 
Insurance companies have their 
their 


acter. 
philanthropic side, as well as 
public spirit, but in order to survive 
thev “just before they are 
generous.” In the men- 
tioned their ideas of justice were about 
three hundred thousand dollars apart 
from those of our client. 

\t this juncture, we appeared in the 
background with a certified copy of the 
inventory, the adjustors wilted, the 
client wept for joy, and we collected 
bill in full. That client was 
educated and convinced of the 


must be 


case ab ve 


our 
fully 
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value of the accountant’s services. It 
should not be necessary to burn down 
a city to produce that happy result, but 


Charles Lamb might have used the 
incident to advantage. 
The Days of Empire Building 
It should be noted that as a result 


of the acquisition of the Pacific Coast 
territory there was an 
land holdings. 
The rancho of 100,000 acres was com- 
monplace, and the 


acreage of ranches, 


from Mexice , 


inheritance of large 
sparsely-settled 
and timber 
scemed to call for the hand and mind 


mines, 


attuned to development and upbuilding. 

Of factories and of manufacturing 
but little, and the routine 
of shop practice received but scant at- 
tention. 


there was 


There has been, too, a marked 
tendency to found and build up or- 
ganizations, mercantile, financial, or 
other, which during the vears have 


remained under the control of a family 
group. There decided 
tendency away from this condition dur- 
ing the very recent vears, but, prior 
thereto and the the 
last century, this was a clearly marked 
peculiarity. 

The effect upon the accountant, and 
the difficulties which it placed in the 


has been a 


before close of 


way of his progress, are much easier 
to be imagined than to be explained. 
The personal element became a feature 
so dominating that in some instances 
the system of accounting, as well as 
of management, had to be built around 
it. 
Days of Trial by Fire 

While others were learning the les- 
son of Life during the conflagration, 
the San Francisco office, then known 
as the accounting firm of Klink, Bean 
& Company, was likewise receiving a 
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With 
the complete destruction of its busi- 
ness, it was forced to start once more 


more or less liberal education. 


at the beginning of things and to build 
anew its 

The experience was of course 
unique in the history of cities and the 
inhabitants thereof, but it developed 
the mental and moral fibre of 


fortunes. 


every- 
one who experienced it. It takes a 
bold mind to conceive of accounting 
conditions in a community so devas- 
tated, of the records vanished in flame 
and smoke, and otf those which must 
be restored, 


Perhaps this commentary upon the 
trials and tribulations of the account- 
ant and the growth of his experience 
may find as kindly a critic. 


We endeavored here on the 
Pacific Coast to do our duty, not only 
to our Country and to our community 

and but to our pro- 
fession and our professional brethren. 
We have gone through the experience 


have 


to ourselves 


of pioneering and have helped in lay- 
ine the foundation of and 


professional work here for many vears 


business 


to come. 











Russell, S. F. 
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San Francisco Looking Toward the Golden Gate 


A bird's-eye view 


Today 
| started to make 


chronicle of 


this 
accounting 


paper a 
history; it 
seems now to have degenerated into a 
rambling series of incidents. 

trait of human 
nature that we criticise severely what 


It is a recognized 


others do, while we palliate our own 
offences. objected to 


Someone pre- 
paring a paper for publication on the 
ground of general unfitness, and ex- 
claimed that after reviewing his own 
composition he experienced the sen- 
sation that “the sentimental parts 
caused him to laugh, and the witty 
parts made him cry.” 


ot the northern 


portion of the city 


And Tomorrow 


We look for an expansion of com- 
merce and a development of natural 
resources:on the Pacific Coast far be- 
yond the dreams even of a 
niner. 


forty- 
or the picturesque past with 
its trials and its triumphs we hold 
a kindly memory. To the future with 
its unopened pages we look forward 
with calmness and confidence. 

“Name 


Economics PROFESSOR — 


some production in which the supply 
exceeds the demand.” 
StupE—‘‘Trouble.”’ 

—Northwestern Purple Parrot. 
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Industrial Conditions in San Francisco 
Bay Cities 


Director of 


San Francise 


In the minds of many industrialists 
throughout the country there exists the 
impression that, from a manufacturing 


standpoint, the far west is still ‘‘wild 
and woolly.” Few people, even here on 
the Pacific Coast, realize the amount 
ot business the California manufac- 
turers are securing in the general mar- 
kets of United States and foreign 
countries. Their ability to compete 


with the Middle Western and Atlantic 
seaport producers is due to several 
fundamental factors that 
cussed later in this article. 

The first essential to successful 
manufacturing is one of marketing. 
In this day of mass production, each 


will be dis- 


industry has its economic minimum; 
in other words, that amount of annual 
business which is necessary to secure 
the highest permissible unit cost. The 
last decade has witnessed a very rapid 
growth in the population of the eleven 
Western States, particularly California. 
There are now approximately ten mil- 
lion people living west of the Rocky 
Mountains. The blowing-in of the 
blast furnace of the Columbia Steel 
Company in Provo, Utah, on May 1, 
1924, was a tremendously significant 
event, for it meant that, for the first 
time in the history of the West, there 
was a market which would sustain an 
involved industry like that of iron and 
steel, and the corollary is that the same 
market is sufficient to support most of 
the other basic industries. 


the Industrial Department of thi 


» Chamber of ( 





LETCHFIELD 


r 


ONLINE CE 


Regardless of the consumption 
power of the market, however, the 
manufacturer must have transporta- 


tion facilities that enable him to dis- 
tribute to that market in competition 
with outside production centers. In 
other words, transportation costs must 
favorable. Since 1916, transcon- 
tinental freight rates have pyramided, 
due to the creat increase in the cost of 
railroad operations, until today there 


be 


exists what might be termed an eco- 
that follows approxi- 
mately along the continental divide. 
On the other hand the Panama Canal 
has made it possible for the Pacific 


nomic barrier 


Coast manufacturer to reach Atlan- 
tic seaports and foreign markets on 
a favorable basis. 


The wealth, variety, and quality of 
raw materials indigenous to the West 
need little comment, but it 
illuminating to analyze the products 
that are shipped to the Pacific Coast 
from transpacific countries; for ex- 
ample, wool from Australia, silk from 
the Orient, rubber from the Malay 
States, essential oils, jute, hemp, and 
innumerable other that con- 
stitute raw materials. Again, 
Belgian sand, Swedish iron, Norwegian 
pulps—in fact all raw materials and 
semimanufactures from Europe that 
are used by Eastern manufacturers are 
now available on an economic basis to 
Pacific Coast ports. 
The item of labor 


is 


very 


articles 
basic 


is at the 


once 

















Bie. Be 
most important and the most mis- 
understood element of industrial 


there 
relation be- 


Prior to the 


a straight-line 


economics. War, 


was almost 


tween labor rates and geographic dis- 
tances as one moved westward from 
the Atlantic Coast. Between 1914 


‘389m 





om, OURN 42L 9 


but the labor 


er pound of castings is the common 
] | S 


lars an hour, cost of 
denominator to which the labor must 
be reduced for comparative purposes. 
the Pacific Coast, and 

San 


In this respect, 


particularly the Francisco Bay 


Region, has a distinct and unique ad- 








Courtesy George FE. Russell, S. F 


and 1919 there was no lowering of 
in the West, but there was a 
tremendous the labor 
schedules throughout the balance of 
the country, with the result that wages 
became more or less equalized all over 
the United States, with the possible 
exception of the extreme South. The 
man-hour 


Vages 


increase in 


wage, however, is a very 
faulty base upon which to compare 
unit In the last analysis it is 
of no importance whether the factory 
worker gets Ten Cents or Ten Dol- 


costs. 


Photo Copyrighted 





1925 
Looking Down Market Street From Sixth Street, San Francisco 


Vaniage, an analysis of which is both 
illuminating and profitable. As stated 
before, the keynote to American in- 
dustry is mass production, made pos- 
devices and 
The average 
factory worker has a particular thing 
to do and does it usually many times 
an hour, and quite often many times 
a minute. The result is that his work 
becomes more or less of a reflex ac- 
tion. It naturally follows, therefore, 
that the more uniform the conditions 


sible by  labor-saving 


standardized methods. 
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are under which he performs his 
duties and the longer the period he 
the the more 


highly developed will his reflexes be- 


engages in same work, 
come and the greater his daily or 
hourly output will be. In the Middle 
West and the Atlantic states there are 
a few weeks in the spring and the fall 
when climatic conditions are ideal for 
the The the 
vear sees either extreme heat or freez- 
ing temperatures. On the other hand, 
the Pacific Coast enjoys a very uni- 
form climate, of which San Francisco 
and Oakland enjov the mos. ideal 
conditions. The mean daily tempera- 
the Bay 
is practically a flat line lving between 
50° and 60° Fahrenheit. The length 
which an sticks 
matter 
In respect to this 
fundamental requirement, the Pacific 


workmen. balance of 


ture around San Francisco 


of time emplovee 
with his one task is largelv a 


of labor turnover. 


Coast enjoys an undisputed advantage. 
The theories of labor costs just enun- 
clated are borne out empirically by 
practically every manufacturer on the 
Pacifie Coast, and most strikingly so 
by those operating in San Francisco 
and the East Bay communities. 

fo sum up then, the four funda- 


mental requirements, namely, market, 
transportation facilities, raw  mate- 
rials, and labor are fully and favorably 
met under Pacific Coast conditions, 
and the result is that a comprehen- 
sive and integrated industrial devel- 
opment is well under way on_ the 
Pacific Coast with the San Francisco 
Bav Region as its hub. This devel- 


opment is being accelerated by one cir- 
cumstance that is common to. the 
whole—I the 


country as a refer to 


growing tendency toward direct dis- 
tribution. 

When we awoke in the cold gray 
the 


dawn of 1920 with most severe 





headache from overexpansion that we 
had ever experienced, we were faced 
with the sober necessity of curtailing 
commitments and reducing 
with the result that 

on a hand-to-mouth basis. 
dition continued well into 
much to our surprise we 


inven- 
tories, we went 
This con- 
1922, and 
found that 
it worked so well that we acquired a 
habit that will probably stay with us 
for some time to come. It follows 
then, that a concern doing a national 
business must decentralize 
tlon so as to serve various market 
This is particularly true as 
the Pacific Coast territory, 
due to its distance from intense pro- 
duction centers east of the Mississippi 
Chis condition can best be il- 
lustrated by the case of a manufac- 
turer in Michigan who in 1923 did a 
business in excess of $600,000 in the 
Pacific Coast states. He ignored local 
competition that developed in 1924, 
and on the first of January, 1925, his 
Pacific Coast accounts turned 
back on his hands for the reason that 


produc- 


zones. 


regards 


River. 


were 


his customers would not wait 16 to 20 


weeks for their merchandise when 
they could secure the same thing 
locally in less than 10 days. On the 


other hand, a certain furniture manu- 
facturer of national repute has more 
than doubled his Pacific Coast busi- 
ness this vear through the medium of 
a manufacturing plant on the Pacific 
Coast. This condition holds for prac- 
tically all lines marketed by national 
concerns in the eleven Western states, 
and it is one that is rapidly being 
That the San Francisco 
Bay the centre for Pa- 
cific Coast development is best evi- 
denced by the fact over 85 per cent of 
nationally-known companies operating 
branch plants on the Pacific Coast 
(Concluded on page 35) 


recognized. 


Region is 











[ repeat, is populated 


the mini mainly with Californiacs; but the 

1’ weather: California. which  Calitorniacs are by no means con 

the biggest men. trees. veo fined to California. They have in- 

) ind fleas in the world and th deed, wandered far afield. New 
ist beautiful women, babies, flowers York, for instance, has a colony so 


nd fruits; California, which, on the rge that the average New Yorker 


de, delivers a vearlv crop of athlet is well acquainted with the symptoms 





moxers, tennis plavers, swimmet f California. The Californiac is un- 


unners and a vearl\y crop ot cvenit le to talk about anything but Cali 
unters, sculptors, architects, authors, ornia, except when he interrupts him- 
musicians, actors, producers and pho self to knock every other place on 
tographers; California, where every the face of the earth. He looks with 
husiness man writes novels or plavs  pitv on anvbodv born outside of Cali- 
xr poetry or all three: California. ornia and he believes that no one who 


ich has spawned the Coppa. Carmel has ever seen California willingly 


San Quentin schools of litera- lives elsewhere. He himself often lives 
ture; California, where all the ex-  clsewhere, but he never admits that 
pugs becom tatesmen and all the ex- it is from choice. He refers to Cali- 
ons become litterateurs; California, fornia always as ‘‘God’s country” and 
the home of the movie, the Spanish if you permit him to start his God's 

ss10n ( Nl yoppy, the mili- uintry line of talk, it is all up with 

t labor leader, progressive politic intelligent conversation for the rest 

| most .\merican slang; California, if the day. He will discourse on Cali- 
uch c n t's notice pro nia scenery, climate, crops, athletes, 

e an earthquake, a volcano, a gey women, art-sense, etc., ad libitum, ad 
ser; California, where the spring infinitum and ad nauscam. He is a 
mes in the fall and the fall comes in walking compendium of those Who’s 
he summer and the summer comes  \Vhosers who were born in California. 
le winter and the winter never !le can reel off statistics which flat- 
omes at all; California, where every r California, not by the yard but 


ody is born beautiful and nobody bv the mile. \nd although he is 
erows old—that California is popu- proud enough of the ease and abun- 
lated mainly with Californiacs. lance with which things grow in Cali- 
fornia, he is even more proud of the 
hy ize to which they attain. Gibes do 
Haynes Irwin, and the not stop the Californiac, nor jeers give 
‘tson, we are him pause. He believes that he was 

ics. Ce anpointed to talk about California. 
oe oe YOY Ot And Heaven knows, he does. He has 
plenty of sense of humor otherwise, 
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but mention California and it is as 
though he were conducting a revival 
meeting. 

nce a party which included a Cali- 
forniac were taking an evening stroll. 
Presently a huge full moon cut loose 
from the horizon and began a tour of 


the skv \dmiring comments were 
made. “I suppose vou have them big- 
ger in California,’ a young woman 


He 
did not smile, he only looked serious. 
\gain a 


observed slvlvy to the Californiac. 
Californiac mentioned to 
that he had eastern 
“Any eastern woman who 
Californian,” | 
spirit of the 
“really takes a very great risk. 


me married an 
woman. 

marries a observed 
in the badinage, 


Her 


husband must always be comparing 
her with the beautiful women of his 
native state.” ‘Yes,’ he answered, 


“T often sav to my wife, ‘Lucy, you're 
a very pretty woman, but you ought 


to see some of our San Francisco 
girls.” “I hope,” I replied, “‘that 
she boxes vour ears.” He did not 
smile; he only looked pained. 

Once only have I seen the Cali- 
forniac silenced. A dinner party 
which included a globe-trotter were 


listening to a victim of an advanced 
stage of California. He had just dis- 
posed of the East, South and Middle 
West with a few caustic phrases and 
had started on his favorite subject. 
“You are certainly a wonderful peo- 
ple,” 
had 


the globe-trotter said, when he 
finished. “Every large city in 
Europe has a colony of Californians, 
all rooting for California as hard as 
they can and all living as far away as 
they can possibly get.” 

Myself, California did not bother 
me for a long time after I first went 
to California. [I am not only accus- 
tomed to an offensive insular patriot- 
ism on the part of my countrymen, 


but, in addition, all my life I have had 
to apologize to them for being a New 
Englander. The statement that I was 
brought up in 
a sad 


soston always produces 
silence in my listeners and a 
look of pity. Soft-hearted 
strangers do their best to conceal their 
tears but they rarely succeed. I have 
reached the point now, however, where 


long 


I no longer apologize for being a Bos- 
tonian; | proffer no explanations. | 
make the damaging admission the in- 
stant | meet people and leave the mat- 
ter of further recognition to them. 
If they choose to consider that Bos- 
ton bringing-up a social bar sinister, 
so be it. I have discovered recently 
that the fact that I happened to be 
born in Rio Janeiro offers some ameli- 
oration. But nothing can entirely re- 
move the handicap. So, I reiterate, 
indurated as I am to pity, the con- 
temptuous attitude of the average 
Californiac did not at first annoy me. 
But after a while even I, calloused 
New Englander that I am, began to 
resent it. 

This, 
you at 
the Californiac’s way of paying the 
greatest compliment he knows: 

“Do vou know,” somebody says, “TI 
should never guess that you were an 
Easterner. You're quite like one of 
us—cordial and simple and natural.” 

“But—but,” you say, trying to col- 
lect your wits against this left-handed 
compliment. “I don’t think I differ 
from the average [asterner.”’ 

“Oh, ves, you do. You don’t notice 
it yourself, of course. But I 
you my word, nobody will ever sus- 
pect that vou are an Easterner unless 
you tell it yourself. They really 
won't.” 

“But—but,”” you say, beginning to 
come back, “I have no objection what- 


for instance, may happen to 
any time in California—it is 


give 





ever to being known as an [asterner.”’ 

That holds her for a moment. And 
while she is casting about for phrases 
with which to meet this extraordinary 
"in 
aster- 


condition, you rally gallantly. 


fact. | am proud of being an 
ner.” 
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him, ‘All right, we'll go back and visit 
for a while and see how you like it.’ 
()ne month was enough for him. The 
people there are and formal 
and conventional, and then, my dear, 
vour climate!” 


“Ves.” 


sO CC id 


“When 


another takes it up. 











Photo 
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Golden Gate Park From the Air 


A {I lise reclaimed from the shifting sand 
heart f the Se or western 
That ends the conversation. 


Or perhaps somebody in a group 


asks you what part of the East you're 
from. 
“New York,” perhaps vou say. 
“New York. My _ husband 
from New York,” she goes on. 
was brought up there. 
in California 


was 
“He 
But he’s lived 
twenty He 
got the idea a few vears ago that he 
wanted Kast. I said to 


for years. 


to go back 


> 


hills 


bordering the Pacific 
residential 


Ocean, through the 


section of the city 


runs 


| was in the East a friend invited me 
out to his place in the country. He 
wanted me to see his pine grove. My 
dears, if you could have seen those 
little sticks of trees!” 

‘T went to New York once,” a third 
chimes in. “I never could get ac- 
customed to carrying an ice umbrella 
—I couldn’t close it when I got home. 
I'd come to stay for a month but I 
left in a week.” 














want to do is to throw out 

uid insist that God made Iowa 
and the rest of the world out of 
tne 

ieavings 


it ou 
i. Californiac, 


he 


storms 


snow. To a Californiac, snow 

ice are more to be dreaded than hell- 
fire and brimstone. If you 

the eastern summer, he refer 


mention 


particularity 
encountered 
ing whatever about the beauty of the 


the eastern 
he tells 
of the 
there. 


you 


scathing terms to the puny trees we 


vour chest talk 


winter 


drez 


Noth- 


mention 


M.Ff0U RN 


abi ut 
‘cel most 


I-nglander 


first 
th 
lace with 

hi 
California 


discuss 
with 
idful 
talk 
lovely, 


t 
0 


and 


great 
s in 


its: 


ones ; 





green 


AL 


the 
dec} 
Wot 
non 


. often had 


spri 


things on 


ly. 
ld 
wore 


ther 


tamed, 


ngs 


Massachusetts ; 





\nd so it goes No feeling on any- roduce, the nadequ: ruits and 
bod art of your sense of outrage. egetables. Nothing at all about thet 
In fact, Californiacs alwavs use the delicious flavor. To Californiac 
word in your presence as a beauty 1s measured only bv size 
svnonvm fo / mvention lull othinge that [Eng 1 or France has 

ipld mmorle » offer makes anv impression on the 

Sometimes it actually sts a blight) = Cahforniac becau ditferent from 

his Califor on those who com California. \s h lory that 
o live in California. I remember vas Greece and th ! leur that was 
saving once to a yvoung man—yjust in Rome, he simply ( ( — oe 
passing and merely to make convers: Neth inds are dismissed with on 

n \re tl a native son?” acdyective t I 1 country to I 

lis face at once grew verv seri flat is, in the opinion of the Califor 
us ‘No,’ he admitted reluctantly n o relinquish its final claim to 
‘You see, it was mv misfortune to be beauty \ Californiac once made the 
born in lowa. but I came out here to tatemet to me that Californians 

llege. After I'd graduated I made msidered themselves little bette1 
up my mind to go into business here than the rest of the country. I! con- 
\nd now I feel that all mv interest: sidered that the prize Californiacism 
ire here. Of course it isn’t quite the until I heard the following from a 
same as being born here. But some woman-Californiac in Europe: saw 
mes I feel as though | reallv wer hin ] . she said, ‘‘to 
lative mn Kvervbodv is. so. kind. mpare with tl tare f 
They do everything in their power to San /*ranscise 

} e ou torget ; Now | m by » means a rabid 

Good heavens,” I interrupted, “are New  [nglandet vr" he New 
vou apologizing to me for being born iwland scene and | have the feelin: 
n lowa I’ve never been in Iowa, or it that we all ve for the place 
but nothing could convince me that it n which we plaved as children. Most 

n ust as good a place as anv other New [nglanders | kind of tem- 
lac including California. The mental shyness. They are still like 
ouble with vou is that you've let these he LEnelish from whom thev are 
Calitorniacs buffalo vou. What vou descended. It is difficult for them to 


vhich they 

The typical New 
iscuss his native 
2 ig 

ase than ne would 
and mother. In 


the impulse to 


break through that inhibiting silenc« 

about 
tender, 
country; its rolling, softly-contoured, 
maternal-looking hills; its forests 1 
cathedral 
broad, placid rivers, its little turbulent 


the 
domesticated 


ike 


chapels; its 


and runnels and 





rivulets all silver-shin- 


--sounding; the 


waterfalls and 


myriads 


of lakes and countless ponds that 
make the world look as though the 


fallen in 
pieces over the landscape; the spring 
when first the arbutus comes up pink 


blue skv had broken and 


and delicate through the snow and 
later the fields begin to glimmer with 
the white of white violets, to flash 
with the purple of purple ones, and 


the children hang May baskets at your 
door; the when the fields are 


buried knee-deep under a white drift 


summet 


of daisies or sealed by the gold planes 
if buttercups and the old 
smothered 
autumn 
blue 


lichened 


stone walls are in black- 
with the 


asters; the 


berry vines: the 


voldenrod = and 


like conflagrations 


yvoods burning 
vold and orange, flaming crimson and 
scarlet; and especially that fifth sea- 
son, the Indian summer, when the 
tunnels of blue and 
of honey and wine; then 
winter and the first snow (does any- 
body, brought up in 
ever outgrow the 
fluttering flakes ?), 
fairy 


vistas are haze 


the air tastes 
snow country, 
thrill of the first 
the marvel of the 
trost-world into which the 
whole country turns. 

Do you suppose I ever talked about 


Massachusetts? Not once. And so 
[ have one criticism to bring against 
the Californiac. He is a person to 


whom you can not talk about home. 
lle grows restive the instant you get 
off the subject of California. Praise 
of any other place to his mind implies 
a criticism of California. 

hand, that frenzied 
patriotism has its wonderful and its 
beautiful side. It is a result partly of 
the startling beauty and fecundity of 
California and partly of a geographi- 
cal remoteness and _— sequestration 
which turned the Californians in on 


On the other 


themselves for everything. To it is 
due much of the extraordinary de- 
velopment of California. For to the 
not 
only none too good for California but 
she can have Cali- 
suffering 
from an offensive case of Californoia 


average Californian the best is 


nothing else. 
fornians—even those not 

speak of their state in reverential 
terms. To Maud Younger— 
known everywhere as the “millionaire 
waitress” and the most devoted labor- 
fan in the 
word 


hear 


country—pronounce_ the 
should be a 
emotional 
thing that struck me 
first visit to California 
was that boosting instinct. In 


California, lesson 


to any actor in sound- 
values. The 
most on my 
store 
windows everywhere | saw signs beg- 
gin this 
Some 
vears ago passing down Market street 
| ran into a huge crowd gathered at 
the Lotta Fountain. I stopped to in- 
vestigate. Moving steadily from a 
top to a lower window of one of the 
newspaper offices, as though unwound 
from a reel, ran a long strip of paper 
covered with a list of figures. To 
this list new figures were constantly 
added. They were the sums of money 
being subscribed at that very moment 
for the Exposition. Applause and 
cheers greeted additional sum. 
That was the financial germ from 
which grew the wonderful Arabian 
Nights city by the bay. It was typi- 
cally Californian—that scene—and 
typically Californian the spirit back of 
it. And four years later, when the 
outbreak of the war brought tem- 
porary panic, there was no diminu- 
tion in that spirit. Whether it was a 
“Buying Day,” a “Beach Day,” an 
“Automobile Parade,” a ‘Prosperity 
Dinner,” San Francisco was always 
ready to insist that everything was 


root for 
development project or that. 


e the passerby to 


each 
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going well. It was the same spirit 
which inspired a whole city the day 
the Exposition opened to rise early 
to walk to the grounds, and to stand, 
an avalanche of humanity, waiting 
for the gates to part. 

Let's look into the claims of these 
Californiacs. 

[ can unfortunately say little about 


the State of California. For with 
the exception of a few short trips 
away from San Francisco and one 
meager few days’ trip into the south, 
I have never explored it. Nobody 
warned me of the danger of such 


a proceeding and so I innocently went 
straight to San Francisco the first 
time [| visited the Stranger, 
let me warn you ever 
start 


coast. 

now. If you 
for California with the intention 
the state, do 
that before you enter San Francisco. 
For you will never do it afterwards. 
If vou must land in Francisco 
first, jump into a taxi, pull down the 
curtains, drive through the city, 
breaking every speed law, to “Third 
and Townsend,” sit in the station 
until a train—some train, any train 
—pulls out, and go with it. If in 
crossing Market street you raise that 
taxi curtain as much as an inch, be- 
lieve me, stranger, it is all off. You'll 
never leave San Myself, 
both times I have gone to California, 
I have vowed to see Yosemite, the 
big trees, the string of beautiful old 
which dot the state, some 
of the quaint, languid, semitropical 
towns of the south, some of the brisk, 
brilliant bustling towns of the north. 


of seeing anything of 


San 


Francisco. 


missions 


But did I do it the first time? No. 
Did I do it the second time? No! 
Will I ever do it now? No! Why? 
3Jecause I saw San Francisco first. 


I treasure my few impressions of 
Towns and cities, 


the state, however. 


comparatively new, might be three 
centuries old, so beautifully have 


they sunk into the colorful, deeply 
configurated background that the 
country provides. Even a city as 
thriving and wide-awake as Stockton 
has about its plaza an air so venerable 
that it is a little like the ancient hill 
cities of Italy; more like, | have no 
doubt, the ancient plain cities of Spain. 
\nd San Juan Bautista—with its his- 
tory-haunted old Inn, its ghost-haunted 
old Mission and its rose-filled old Mis- 
sion garden where everything, even the 
sun-dial, seems to sleep—is as old as 
Babylon or Tyre. 

You will be constantly reminded of 
Italy, although California is not quite 
so. vividly and 


colored, perhaps of 


Japan, for you are always coming 
on places that are startlingly like 
scenes in Japanese prints. Certain 


aspects from the bay of the town of 
Sausalito, with strangely-shaped and 
softly-tinted houses tumbling down the 
hillside, certain aspects of the bay 
from the heights of Berkeley, with 
the expanses of hills and water and the 
inevitable smudging a smoky 
streak here and there, are more like 
the picture country of the Japanese 
masters than any American reality. 

[f I were to pick the time when I 
should travel in California, it would 
be in the early summer. All the rest 
of the world at that moment is green. 
California alone is sheer gold. One 
composite picture remains in my 
memory—the residuum of that single 
trip into the south. On one side the 
Pacific—tigerish, calm, powerfully 
palpitant, stretching into eternity in 
enormous’ bronze-gold, foam-laced 
planes. On the other side, great, bare, 
voluptuously-contoured hills, running 
parallel with the train and winding 
serpentinely on for hours and hours 


tog 
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of express speed; hills that look, not 
as though they were covered with 
yellow grass but as though they were 
carved from massy gold. At intervals 
come ravines filled with a heavy green 
growth. Occasionally on those golden 
hill-surfaces appear trees. 

Oh, the trees of California! 

If they be live-oaks—and on the hills 
they are most likely to be live-oaks— 
they are semi-globular in shape like our 
apple trees, only huge, of a clamant 
virile, poisonous green. They grow 
alone, and each one of them seems to 
be standing knee-deep in shadow so 
thick and moist that it is like a deep 
pool of purple paint. Occasionally, 
on the flat stretches, eucalyptus hedges 
film the distance. And the eucalyptus 

-tall, straight, of a uniform slender 
size, the baby leaves of one shape 
and color, misted with a strange bluish 
fog-powder, the mature 
another shape and color, deep-green on 
one side, purple on the other, curved 
and carved like a scimitar of Damascus 


leaves of 


steel, the blossoms hanging in great 
soft bunches, white or shell-pink, 
delicate as frost stars—the eucalyptus 
is the most beautiful tree in the world. 
Standing in groups, they seem to color 
the atmosphere. Under them the air 
is like a green bubble. Standing alone, 
the long trailing scarfs of bark blow- 
ing away from their bodies—they are 
like ragged, tragic gypsy queens. 

Then there is the madrone. The 
wonder of the madrone is its bole. Of 
a tawny red-gold—glossy—they con- 
tribute an arresting coppery note to 
green forest vistas. Somebody has 
said that in the distance they look like 


naked Indians slipping through the 
woods. Also there is the redwood 
tree, more beautiful even than the 


stone-pine of Italy. Gray-lavender in 
color, hard as though cut from stone, 


swelling at the base to an incredible 
bulk, shooting straight to an incredible 
height and tapering exquisitely as it 
soars, it drops not foliage but plumage. 
To walk in a redwood forest at night 
and to look up at the stars tangled 
in the treetops, to watch the moonlight 
sift through the masses of soft black- 
green feathers, down, down, down, 
until strained to a diaphanous tenuity 
it lies a faint silver gossamer at your 
feet, is to feel that you are living in 
one of the old woodcuts which il- 
lustrate Shakespeare’s ‘Midsummer 
Night’s Dream.” 

Most people on first visiting Cali- 
fornia are obsessed with the flowers, 
the abundant 


roses, the 


callas, the monstrous 
giant geraniums. But | 
never ceased to wonder at the beauty 
of the trees. And remember, I have 
not as vet seen what they call the “big” 
trees. 

Yes. California is quite as beautiful 
as her poets insist and her painters 
prove. It turns everybody who goes 
there into a poet, at least temporarily. 
Babes lisp in numbers and those of the 
native population who don’t actually 
write, talk poetrv—no matter what 
the subject is. Take the case of Sam 
Sam Berger—I will explain 
for the benefit of my woman readers— 
was first a distinguished amateur 
heavyweight boxer who later became 
sparring partner for Bob Fitzsimmons 
and manager to Jim Jeffries. In an 
interview on the subject of boxing, 
Mr. Berger Said, ‘Boxing is an art— 
just as much so as music. To excel 
in it, you must have a conception of 
time, of balance, of distance. The 
man who attempts to box without such 
a conception is like a person who tries 
to be a musician without having an 
ear for music.” 

Is it not evident 


Berger. 


from this that 











Mr. Berger would have become a poet 
if a more valiant art had not claimed 
him In that ideal future 


vhich all the world-parts are assembled 


State 1n 


and perfectly coordinated into one vast 


self-governing machine [| hope that 


California will be turned into a great 


international reservation, given over 
entirely to poets, lovers, and honey 
moon couples. It is too beautiful to 
waste on mere bromidic residential 


or business interests. 


So much for the state of California. 


| confess with shame that that is all 
| know about it, although [| reiterate 
that that ignorance is not my fault. 
So now for San Irancisco! 

San Francisco! 


San Francisco! 

\Iany people do not realize that San 
Francisco tips a peninsula projecting 
west and north from the coast of Cali- 
fornia. Between that peninsula and 
the mainland blue arm of the 
blue San Francisco bay. So that when 
the continent and 
come to what appears to be the edge of 
the western you must 
ferry to get to the citv itself. 

| hope vou will cross that bay first 
at night, for there is no more romantic 


lies a 


you have bisected 


world, take a 


hour in which to enter San Francisco: 
the bay spreading out back of you 
a-plash with all kinds of illuminated 
water craft and the city lifting up be- 
fore you ablaze with thousands of pin- 
point lights, for San Francisco's site 
is a hilly one and the city lies like a 
jeweled mantle thrown carelessly over 
many peaks. You land at the Ferry 
building—surely the most welcoming 
station in the world—walk through it, 
come out on the other side on a circular 
place which is one end of Market 
street, the main artery of the city. If 
this is by day, you can see that the 
other end of Market street is 


Twin 





OU 


Peaks—a pair of hills that imprint 


shaped contours oft 
the effect 
[f you come 
by night, vou will find Market street 
crowded with people, lighted with a 


bare, exquisitely 


gold on a blue sky—with 


somehow of a stage-drop. 


display of electric signs second only 
number, and 
venuity to those on Broadway. 


in- 
But 
whether you come by day or by night 


in size, brillianey 


the instant that vou emerge from the 
Ferry building, San 
you. 


francisco vets 
Market street is one of the most 
entertaining main-traveled urban roads 
in the world. Newspaper offices in a 
cluster, store flooded with 
light, filled advertising devices 
of the most amusing originality, cars, 
taxis, it has all the earmarks 
of the main street of any big Ameri- 
can city, with the addition, at intervals, 
of the pretty “islands” so typical of 
the boulevards of Paris and with, last 
of all, a zip and a zest, a pep and a 
punch, a go and a ginger that is dis- 
tinctively Californian. I repeat that 
California throws her first tentacle 
into your heart as you 


windows 
with 


crowds, 


stand there 
wondering whether vou'll go to your 
hotel or, plunging headforemost into 
the crowds, swim with the current. 
Imagine a city built not on seven 
but a hundred hills. I am sure there 
are no less than a hundred and proba- 
bly there more. Certainly | 
climbed a hundred. On three sides the 
sea laps the very hem of this city 
and on one side the forest comes down 
That is, when all is 
said, the most marvelous thing about 
San Francisco—that the sea and forest 
come straight to its borders. And 
as, because of its peninsula situation 
they form the only roads out, sea and 
forest are integral parts of the city 
life. It accounts for the fact that 
you see no city pallor in the faces on 


are 


to its very toes. 
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the streets and perhaps for the tact 
that you see so little unhappiness on 
them. On Sundavs and_ holidavs 
crowds pour across the bay all day 


long and then, loaded with flowers and 
ereens, pour back all the evening long. 


\s the hotels. 
shops, cafes, the little-hole-in-the-wall 


for flowers and greens, 


restaurants are full of them. Thev are 
so cheap on the streets that evervbody 
wears them. Everybody seems to 
play as much as possible out of doors. 
ISvervbody seems to sleep out of doors. 
ISvervbody has just come from a hike 
just 
climate 


the 


man to tramp all through his vacation 


or 1s ing off on one. Imagine 


FO 
~ 


rainless three-quarters of 
vear which permits the working- 


with the impedimenta only of a bianket 
if will, but with the 
certainty always that the orchards and 
vardens will provide him with food. 

Remember that California 
virtually weather to contend 

lor three months of the vear 
rain appears ; 


he 


monevless 


always 
has no 
with. 
for the remaining nine 
months it is eliminated entirely. And 
so, with a country of rare picturesque- 
ness for a background, a people of rare 
beauty for actors, evervbody more or 
less permeated with the artistic in- 
stinct and everybody more or less writ- 
ing poetry 


ror 


California has a pageant 
breakfast, a fiesta 
and a carnival for dinner. They are 
always electing queens. In fact 
girl in who hasn't 
something 


for luncheon, 
any 
California 
of 


been a 
queen before she’s 
twenty-one is a poor prune. 

In the country—especially in the 
wine districts where the merrymaking 
sometimes lasts for davs—these festi- 
vals are beautiful. In the city—it 
depends largely, of course. on how 
much the commercial spirit enters into 
it; but whether they are beautiful or 
the reverse they are always entertain- 
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Single streets, for instance, in 
San lrancisco, are always having 


carnivals. The elects a king 
and queen, plasters itself with bunting, 


arches itself with electric lights, 


street 


lines 
its curbs with temporar\ booths, fills 


its corners with shows, sells confetti 
until the pedestrian swims in it—and 
then whoops it up for a week. All 


round, north, south, east, west, ever 
other street is jet-black, sleeping dec 


orously, ignoring utterly that blare 
of color, that blaze of lght, that 
boom of noise round the corner. They 


eons to have 
next 


should worrv—thev’'re 


carnival themselves week 


\propos, 
Its 


a San Francisco paper opened 
of 
following night 

shall we call Schmidt 7 ) 
“was crowned with great pomp and 
ceremony of the Street 
Carnival and fifteen minutes later, with 
no pomp and ceremony whatever, he 
was arrested for petty larceny.” Billy 
Jordan was made king of the Fillmore 
Street Carnival. Now Billy Jordan, 
who is over eighty vears of age, has 


story one of these affairs witl 
“Last Pe 


Hans 


the sentence, 


him 


king 


served as announcer for every big box- 
San Francisco since— 
San Francisco 
He alwavs ends his ring 
announcement with the “Let 
her go!" The reporters say that in 
the crown and scepter, the velvet and 


contest in 
well, let's 
was born. 


ing 


sav since 


words. 


ermine of a king, he opened the Fill- 
more Street Carnival with “Let her 
go!" And for myself. I choose to be- 
lieve that story. The queen of this 


carnival—her first name was 
by the way 


Manila. 
a pretty girl of course, 
a picturesque detail in the city 

for a week. In velvet, ermine 
and brilliant crown, she was always 


was 
life 


flashing from place to place in an auto- 
mobile surrounded by a group, equally 
pretty, of ladies in waiting. When 














the deep, cylindrical cistern-like reser- 
voir on Twin Peaks was finished, they 
opened it with a dance; when the 
Stockton tunnel was finished, 
they opened it with a dance; when the 
morgue was completed they opened 


street 


that with a reception. 
\nd the climate being of the kind 


that, for three-quarters of the year 
you can count on unvarying sunny 
weather, the women dress on_ the 


streets with nothing short of gorgeous- 
\ll the colors that the rainbow 
that it 
\nd worn with such 
Not even in 


ness 

knows and a few has never 
seen appear here. 
chic, such verve! Paris, 
where may appear a more conventional 
smartness, is sartorial picturesqueness 
carried off with such an air of author- 
advertised as 
the ugliest woman in the world, should 
have made a fortune in California. For 


the Californian does not really know 


itv. Polaire, who was 


what female ugliness is. I have a 
that the can 
not quite appreciate the beauty of their 
They 


theory Californian men 


women. take beauty for 


thev have never 


Nevertheless, that beauty 


eranted ; 
thing else. 


seen any- 
and that dash constitute a menace. A 
city ordinance compels traffic police- 


men to wear smoked glasses, and car 


conductors, and chauffeurs, blinders. 

Go West, voung man! 

\s I think it over, I am very glad 
that I did not tell the Californiacs how 
Because 
it would only have bewildered them, 
[ am glad that I did not mention to 
them that I shall always cherish a kind 
that I 
can develop for no other spot. Be- 
them. 


tell a Californiac that 


beautiful Massachusetts 1s. 


of teeling for Massachusetts 


cause it would only have hurt 


You must not 


vou love any place but California or 


that you have found beauty elsewhere. 
It’s like 


breaking an engagement of 
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marriage with a girl. 


It’s like telling 
a child that there’s no such person as 


Santa Claus. There’s no tactful way 
of wording it. It simply can’t be done. 
And I am very glad that I told the Cali- 
forniacs all the time much [| 
love California, how much I love San 
Francisco. I think of California al- 
-with its unabated fighting 
strength as a champion among states. 
It takes the stranger—that champion 
state—under its mighty protection and 
gives him of its strength and happi- 
ness. It is more fun to be i 
California than to be well anywhere 
\nd I think of San 
always—the spirit of Tamalpais in the 
air—as an Amazon among cities. Its 


how 


ways 


sick in 


else. francisco 


people love “the city” because, within 
the memory of man, it was built and 
within the memory of child rebuilt. 
They themselves helped to build and 
rebuild. They have worked and 
fought for it through every inch and 


instance of its history. It takes the 
stranger—that Amazon city—into its 
ereat, warm, beating mother-heart. If 
you are sick it makes you well. If you 


It infuses 
vou with its working spirit. It inspires 
you with its fighting spirit. It asks 
you to work and fight with it. And the 
result is that I love California as I love 
no other state, and San 
I love no other city. I have no real 
criticism to against the Cali- 
reader—ah, I see 
I’m a Californiac 


are sad it makes you glad. 


Francisco as 


bring 
Tact, 
you've guessed it. 


forniac. In 
myself. 


The Way of It 


I used to know I know 
But now I must confess, 
The more I know I know I know, 


I know I know the less. 


say | 


re 
Lupe 
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as 


Applied to Foreign Corporations 


By Artuur J. Hair 


The following article is not intended 
as i comprehensive and all inclusive 
treatise upon the subject of California 
tax laws. The writer has endeavored 
to discuss the tax laws with a view to 
conveying an the 
origin and nature of the various taxes 
and their practical application as af- 
fecting foreign corporations. It is 
deemed desirable in such a discussion 
to give some consideration also to the 
validity of the laws from a constitu- 
tional standpoint. It is hoped that 
such inclusion will not bore the lay- 
man reading this article. The major 
portion of the space allowed has been 
devoted to a discussion of the license 


understanding of 


tax and the franchise tax for the 
reason that these are the really im- 
portant annual taxes of interest to 


foreign corporations. 

Phe taxes levied on foreign corpora- 
tions* in the State of California are, 
in their general scope, similar to those 
levied by other states. In each instance 
the same tax or one of a similar nature 
is levied against domestic corporations. 
The taxing system is designed to se- 
ure a proper segregation of the 
sources of state and local revenue. 
Under this system public utilities are 
required to pay a state tax on gross 
receipts ; insurance companies on gross 
premiums; and banks on the value of 


* Educational, religious, 


scientific, and 
or other 


nonprofit corporations 

tare not subject to the same provisions 

is general business corporations operating 

for profit, are not intended to be covered 
this article. 
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their capital stock. In order to equal- 
ize the burden on such companies for 
taxes paid to the state, the operating 
property of public utilities and all 
property of banks and insurance com- 
panies, except real estate, is exempt 
from local taxation. The rate applied 
is so adjusted that these companies 
pay about the tax as if their 
property were assessed as other prop- 
erty. 


same 


The taxes on general business cor- 
porations, which are the subject of 
this article, may for purposes of our 
consideration be classified under the 
following three main subdivisions: 

A. General Property Taxes 
B. Initial Taxes or 
C. Annual Taxes 


Fees 


The first of these titles refers to the 
local taxes assessed against real estate 
and tangible personal property in the 
taxing district in which such property 
is located. 

The title “Initial Taxes” covers the 
taxes or fees levied against the foreign 
corporation by the state as conditions 
precedent to its entrance into the state 
for the purpose of doing business 
therein. 

Under the subject of Annual Taxes 
will be considered those taxes levied 
against the corporation with respect to 
its right to exist as a corporation and 
to do business in the state during the 
specified year. These taxes are usu- 
ally referred to as the “License” tax 
and the “Franchise” tax. The larger 
portion of this article will be devoted to 
these two taxes. 
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{. PROPERTY TAXES 

Che taxes properly described under 
this real and 
including money 
ind credits, etc., levied by the general 


heading are taxes on 


personal 


| property, 
county and municipal taxing bodies. 
state rate 
property. 


here is no applicable to 
ap- 
property of in- 


These 
the 
dividuals and corporations, with cer 
The real 
insurance 


such taxes are 


plicable alike to 


tain special exceptions. 
and 


panies is assessed locally, also the non- 


estate of banks com- 


operating property of public utilities. 
()ther property of insurance companies 
from local but 
special state taxes are imposed in leu 


is exempt taxation, 


thereot 


General Requirements 
The general iaw of taxation is found 
in the Political 3607 
to 3900. 


Code, Sections 

Under the provisions of Section 
3607* of this 
the state, not exempt under the laws 
of the United States and not falling 
within certain other classes specified 
in that section, is subject to taxation. 
The only exempt classes of interest to 


code, all property in 


general business corporations are date 
palms, fruit and nut-bearing trees and 
vineyards, under certain ages specified 
by the code. 

By virtue of Section 3627, all tax- 
able property must be assessed at its 
full cash value. Land and improve- 
ments thereon are separately assessed. 
Cultivated and uncultivated land, of the 
same quality, and similarly situated are 
assessed at the same value. 

The assessor is charged by Section 
3629 with the duty of exacting from 
each person a statement under oath, 


* 4ll section numbers, unless otherwise 


designated, refer to Political Code. 
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setting forth specifically all the real 
and personal property owned by such 
person or in his possession, or under 
his control, at twelve o’clock M. on 
the first Monday in March. The prop- 
erty reported in such statement must 
be classified separately as belonging 
to, claimed by, or in the possession or 
under the control or management of 
(a) such person as an individual (b) 
a firm of which he is 
any corporation of 


a member or (c) 
which such 
son is president, secretary, cashier or 
managing agent. 

Thus where none of 


per- 


the officers of 


a foreign corporation are within the 
State of California, care should be 
taken to designate some agent who 


shall make the statement as representa 
tive of the corporation. 
this 


[n many cases 
be merely a consignee of 
\ll goods within the state on 
consignment are, under Section 3628, 
the such 
goods are situated. 


may 
FOC yds. 
where 


assessed in county 


Arbitrary Assessments 

In the event that any person fails, 
after demand, to give to the assessor 
the statement under oath required by 
Section 3629, above referred to, it be- 
comes the duty of the assessor, under 
Section 3633, to arbitrarily assess the 
property and report the same to the 
Board of Supervisors. This Board in 
turn the taxpayer ten days’ 
notice to submit a proper sworn state- 
ment in writing and, in the event that 
he complies with this notice, he can 
secure an equitable adjustment by the 
Board. If, however, he neglects or 
refuses to comply with the notice, the 
Board can only alter the assessed value 
by increasing the amount as it may 
deem just. The Board is specifically 
forbidden by Section 3633 to reduce 


gives 





eA, 
ilue fixed by the assessor in any the exception of certain nonprofit cor 
\ Ise. rations, which pay a nominal fee of 
It is therefore necessary for all $5 
mm corporations to take proper Che term “corporation” as defined 
iutions to have the report made by the Constitution, Article XIT, Sec 
lue time to the assessor, as arbitrary n 4, and by Section 283 of the Civil 
nts usually are high and are’ Code, very broad and inclusive and 
) Ww much trouble and ex uld cover almost any type of or 
anizations other than technical cor 
rations, but no attempt is made to 
B VITIAL TAXES 7 


mpose the corporate entrance fee on 
organizations other than technical cor 


nitial taxes exacted from ations. 


reign corporations in California may 


In addition to the entrance fee, 
mvemently classified under three arious other fees ranging from $1 
heads as follows: += 


o S5 are exacted for filing copies of 


nivance fess. articles in various counties, designation 
Proportion of annual license tax f agent, etc., and twenty cents per 
cate an dake al edleeicn one hundred words for recording the 
lhis, of course, applies only to articles in the office of the Secretary 
orporations stbiect to this ©! State. These incidental taxes 
icense tax and is discussed under Cnetally amount to about $15. The 
hat head.) “Blue Sky Law” provisions for fees 
Special preliminary license taxes 0" $Tanting a permit to sell capital 
vable by banks, building and Stock m California are additional to 
an associations, trust companies all other Tees — ~— — eo 
ind insurance companies. (These “Mount of capital stock to be sold. 
pecial taxes will not be discussed These taxes will not he disewssed in 
n the article because of limited =‘ 
= ( \NNUAI AXES 
: | | 
nder the earlier Code a foreign 
rporation filing its articles of incor The Origin and Nature of the Tax 
ration in California, was required to he original California corporation 
the same fees as a domestic cor license act was passed in 1905 but was 


ration. This provision was declared ubsequently declared unconstitutional 
by the Supreme Court of California in 
interference H. Kk. Mi!ford | Curry, 163 Cal. 
vith interstate commerce and the legis- 76, 125 Pac. 236 (1912) and was re- 
lature, in 1915, led in 1913 (Laws of 1912, Chapter 


unconstitutional by the State Supreme 
Court on the ground of 


enacted a_ statute pez 
imilar to that in many other states, 33 


rescribing a flat entrance fee of $75 The California Court, in holding 


this act unconstitutional, followed the 
decision of the United States Supreme 
Court in the line of cases holding that 


foreign corporations doing busi- 
less within the state. All foreign cor- 


rations are subject to this fee with 


1) 
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such laws violated the interstate com- 
merce clause of the Federal Constitu- 
tion. But when this line of decisions 
was later overruled in effect by the 
famous Baltic Mining Company case 
(231 S. 68, 34 Sup. Ct. 15.), the 
law was reenacted in substantially the 
same form. 

The present corporation license act 
was enacted in 1915 during the period 
when, due to the high cost of living, 
practically all states were seeking 
means of supplementing their incomes. 

This tax is a privilege or excise tax 
and not a tax on property. It is im- 
posed on every domestic and foreign 
corporation doing an intrastate busi- 
ness (General Laws ( Deering, 1923) 
Part 1, page 551). The scope of the 
words “doing business” as used in this 
law is briefly discusssed in the follow- 
ing extract from 


California Juris- 


prudence: 


The general consensus of opinion is that 
a corporation must, to come within the pro- 
visions (of the statutes regulating foreign 
corporations ), transact some substantial part 
of its ordinary business by its officers or 
agents selected for that purpose, and that 
the transaction of an isolated business act 
is not carrying on or doing business. If the 
corporation 1s engaged in a more or less 
continuous effort, not merely casual, sporadic, 
or isolated, to conduct and carry on within 
the state some part of the business in which 
it is usually and generally engaged, it may 
be said to be doing business within the state. 
Where the business transacted is both con- 
tinuous and vital to the well-being of the 
corporation, and where it could not success- 
fully operate without doing somewhere what 
it is doing, the corporation is doing business 
within the meaning of the tax acts. (Vol. 7, 
Sect. 704.) 


It is clear from this statement that a 
reasonable construction is placed upon 
the words 


“doing business” as used 


in the California tax laws. 
Computation of the Tax 
This tax is assessed as of January 
1 and the basis of the computation is 
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the total authorized (not the issued) 


capital stock as of that date. It must 
be paid on or before the first 
Monday in February. The theory 


of the tax is that it is not a tax on 
the capital stock, but the capital stock 
is merely used as a basis for computa- 
tion. Payment of the tax is for the 
calendar year immediately following, 
i.e., assessment on January 1, 1926, is 
for the calendar vear 1926. 

Where a foreign corporation quali- 
fies during the course of the year, it 
must pay a tax for the proportional 
part of the year remaining, based upon 
its total authorized capital stock as at 
the date of qualification. In such case 
the tax is really an initial or entrance 
Sut 
for a corporation making payment on 
January 1 is the authorized capital 
stock as of that date, an increase of 
capital stock during the year will not 
affect the tax for that year. 

The rates of tax are shown by the 
following table and are found in Laws 
of 1917, Chapter 215, Section 3 (See 
General Laws (Deering 1923) 
Part 1, page 552): 


tax. since the basis of the tax 


also 


{uthorised Capital Stock Amount of Tax 


Up to $10,000 $10 
$10,000 20,000 15 
20,000 50,000 20 
50.090 100,000 25 
1090,000— 250,000 50 
250.000 500,000 75 
500,000 1,000,000 100 

1,000,000— 3,000,000 200 
3,009,000— 5,000,000 350 
5.000,000— 7,500,000 550 
7,500,000—10,000,000 800 
10,000,000— or more 1,000 


Where the entire capital stock is no 
par value stock the tax is at the flat 
rate of $100 per vear. 

Where only a part of the capital 
stock is no par value, the tax is com- 
puted in the usual manner from the 
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amount of stock 
having a par value and $50 added for 
the no par value stock. 


table above on the 


Constitutional Features of the Law 

Che license act now in effect in Cali- 
fornia was declared constitutional by 
the State Supreme Court in 1914 

Ilbert Pick & Co. v. Jordan, 169 Cal. 
1, 145 Pac 506), and the decision was 
ufirmed by the United States Supreme 
Court without an opinion (244 U. S. 
Sup: <t. 741).. Tt 
frequently said that this law meets 
the requirements of the rule laid down 
by the Umted States Supreme Court 
in 1917 in Looney v. Crane (245 U.S. 
178, 38 Sup. Ct. 85) to the effect that 
the entire authorized 
capital stock of a foreign corporation 


647, 37 has been 


taxes based on 
may be imposed if a reasonable maxi- 
mum is provided. 

During the past few months, how- 
ever, there been 
for another attack 
tutionality of the 
inedium of 
corporations. It is 


has some agitation 
upon the consti- 
law through the 
an association of foreign 
understood that 
this suit is to be based upon the chang- 
ing view of the Supreme Court of the 
United States as expressed in the long 
line of cases decided since the Baltic 
Vining cass referred to above, the 
most recent of such cases being that 
of the Alpha Portland Cement Com- 
bany Commonwealth of Massachu- 
etts (45 Sup. Ct. 477). There is 
some doubt in the mind of the writer 
that this recent decision has any par- 
ticular bearing upon the constitution- 
ality of the California License Act. 
lie decision deals with the so-called 
corporate excess Massachu- 
setts, which, as hereinafter will ap- 
pear, is somewhat similar to the Cali- 
fornia franchise tax. 


tax of 


It may be said 
that the only marked similarity be- 


tween the Massachusetts tax and the 
California license tax is that they are 
both termed “excise taxes.” 

In this connection is is significant 
that the Supreme Judicial Court of 
Massachusetts on October 30, 1925 
(W. & S. Sloane v. Commonwealth) 
held that the Alpha Portland Cement 
decision did not have the effect of 
declaring the law void as to all foreign 
corporations. It held that the law is 
valid as to all foreign corporations 
within the natural scope of its words, 
excepting only foreign corporations 
engaged exclusively in interstate com- 
merce. We shall, therefore, follow 
with interest any suit instituted to 
further test the California law. 

II. THe 


FRANCHISE TAX 


Origin and Nature of the Tax 

Under the earlier system of  taxa- 
tion in California the local assessors 
taxed what they termed the “fran- 
chise” of domestic corporations. This 
was a tax on the intangibles very simi- 
lar to the present franchise tax. Such 
a system, however, resulted in in- 
equality, because such corporations as 
could conveniently do so showed a 
tendency to move into districts where 
they were most treated. 
Ordinary manufacturing and mercan- 
tile companies were rarely taxed prior 
to 1904, but public utilities and banks 
were hit hard. To correct this evil 
and to enable the state to levy a simi- 
lar tax on foreign corporations, the 
State Constitution amended in 
1910. 

The present California State Con- 
stitution as amended in 1910 and sub- 


favorably 


was 


sequent years provides in Article 
XIII, Section 14, Subdivision (d) 
thereof, that all franchises except 
those otherwise expressly provided 











ssed at 
manner 


Section 14 shall be asse 


eir actual cash value, in the 


“1 for bv law The rate is 
constitutional provision 
it | per cent but the legisla- 
alter the 


a two-thirds vote of 


per vear, 


mre wm. riven 


power to rate 
taxation up mn 
Such tax 1s 


th houses specified to 


xclusively for the use of the state. 
e present rate is 1.6 per cent. ) 
Constitution 
but the 
egislature is granted power to pass all 
into effect 
valuation and as- 


my ’ 
nis provision 


s declared to be self-exe uting 


laws necessarv to carry it 
nd to provide tor a 
sessment of the property and for the 
State Board of 
offices. Collection of 
cannot be 
remedy at 


Ne cally 


‘he laws 


duties of the 
othe 
enjoined but a 
law for recoverv of a tax 
collected is provided for 


] 


which have been enacted 


by the legislature for the enforcement 
mstitutional provisions are 
‘ontained in Section 3664 (d) and fol 


wing sections of the 


of these c 


] 


Political Code. 


The tax thus provided for is simi 
ar in its nature to the so-called tax 
n corporate excess levied and col- 

ted by various other states. The real 


ybject of the tax is to reach all the 
orporation not covered 
It is 
evident, therefore, that it is essentially 
i property tax (People v. Ford Moto 
cava e 


based 


erty of the « 


property taxes. 


». (1922) 188 Cal. 8, 204 Pac. 


The assessment of the tax is 


required by law to be 
submitted annually to the State Board 
of Equalization at Sacramento, Cali- 
r the first 
corporations 


upon a report 


within ten davs after 
March by all 


the 


fornia, 
\londay in 


subject to tax. 


The Report on General Corporate 


Franchise 


The official form 





Ar. 5 OU 


prescribe l for 


data to the 


ubmitting the necessary 
board is termed the “Report on Gen- 
1 Corporate | ranchises.”’ 


The information therein required 


be brietly summarized as follows 
‘scription of the business of 


he corporation and the names and ad- 


iresses ot 1ts”9 othicers., 

. .\ schedule showing the shares 
f capital ste m the first Monday 
n March, giving details on both com- 
non und preterred 5 tO 


a) Number of shares author 


ized 
-) Number of shares issued and 


outstanding 


1) Amount paid in in cash for 
all shares issued 
e) Amount paid in in property 
for all shares issued 
f) Total amount paid in 
3. \ schedule of the funded and 


floating debts on the thirty-first of 


Deceml 


el immediately preceding, 


showing separately 

Bon ls 

\lortgages 

secured and unsecured 
floating debts 


oo 
Votes 


where there 
then the actual 


t. The market value or 


value 


is no market 


(a} Common stock 


(b) Preferred stock 
ad Jonds 
5. An income account. 


6. Statement by companies doing 


business both within and without the 


state showing: 


(a) Total receipts from 
business the state 
Total receipts from 


business without the state 


STOSS 
within 


(b) 


YTOSS 











7. A schedule showing dividends 
paid on capital stock for period of last 
ix vears. 

S. A statement as of the preceding 
December 31 showing: 


(a) Surplus 
(b) Undivided profits 
Bills and accounts receivable 


(Cc) 


9. Schedule of assessed value of 
ll property in California other than 
owned by the 
Monday in 


its franchise company 
on the first March as 
shown by last completed county assess- 
ment roll showing for each county: 


(a) Assessed value of real estate 
hb) Assessed value 
ments 
\ssessed 


of improve- 

value of personal 
property 

(d) Totals 


10. Actual 
overed by 9 above. 
11. Schedule of 
alues of properties owned on_ the 
irst Monday in March outside of 
California, together with taxes paid 
for last fiscal vear. 

12. Market or actual non- 
assessable real and personal property 
rwwned in California on the first Mon- 
day in March. 

13. List of subsidiary corporations 
included in the report. 

14. The 
company, if report is made by a sub- 
sidiary, also amount of stock owned 
by parent. 

15. Names of 


values of same property 


actual and assessed 


value of 


name and address of parent 


companies, if any, 
whose business has been acquired dur- 
ing the last twelve months. 

With this report before it, the 
board, which is in session from the 
first Monday in March to the first 
Monday in July, proceeds to deter- 
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franchise and 


the 
assess the tax thereon. 


mine the value of 


The Valuation of the Franchise 


In some states a general rule has 
been promulgated for the computation 
of the value of the so-called corpor- 
ate excess for franchise with the res- 
that special circumstances 
may be taken into consideration. The 
State Board of Equalization in Cali- 
fornia has, however, steadfastly re- 
fused to bind itself to any hard and 
fast rule and has issued no regula- 
tions. This attitude of the board is 
supported by a law carefully framed 
to enable it to carry out such a policy. 
The items which must be reported are 
prescribed in detail and the board is 
given power to require further in- 
formation, but no indication is given 
as to how the items are to be used in 
arriving at the basis of the tax. Fur- 
thermore, this attitude of the board 
has received the sanction of the courts. 

It is said in California Jurispru- 
dence Vol. 7, Section 722 that: 


ervation 


It is settled that the proper method for 
ascertaining the value of the franchise is by 
dedueting from the aggregate market value 
{ the shares, the value the tangible proj 
rtv and taking the ily 


ot the franchise. 





] 


lifference as the val 


On the other hand it is generally 
understood that the basic figure used 
is not the market value of the shares 
of capital alone, but includes 
also the market value of the bonded 
This 
method, since the bonded indebtedness 
in the bus- 
iness the same as the shares of stock. 
The fact that the report form re- 
quired to be submitted annually to 
the State Board of Equalization pro- 
vides for full information concerning 
the bonded indetedness is further evi- 


stock 
indebtedness. is the reasonable 


represents an investment 
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dence that the latter rule is the cor- 


rect one. 

Che following general rule for 
puting the 
Supreme 4 


{ fal ( 


com- 
was laid down by the 
ourt of 1922 
onstr 


tax 
California in 
uction Co. v. 
649, 203 Pac 


Richard- 
son, 187 Cal. 1O1): 

value of its 
stocks and 


between the 
irporation’s) outstanding 


The ditference 


(the « 


bonds is determined by market quotations, 
the earnings of the company, or otherwise, 
ind the value of its tangible or physical 
properties. The theory is that that value 
of the company outstanding stocks and 
bonds represents the value of its total as- 
sets so that the difference between this 
total and the value of the company’s physical 


properties represents the value of the com- 


pany’s intangible assets, and the assessment 
of the corporate excess, that is. of this 
difference, is an assessment of all the com- 
pany’s so-called intangibles. 


This rule is based upon the decision 
handed down in 1920 in Miller & Lux 
v. Richardson [182 Cal. 115]. 

In the Miller & Lux case the plain- 
tiff contended that the State Board of 


Equalization had failed to deduct 
from the value of its corporate ex- 
cess, as computed, the value of the 
plaintiff's goodwill. The contention 


was based upon a state statute which 
so provided. 

The court pointed out that the State 
Board had acted upon the advice of 
the Attornev-General 


that the provi- 
sion of the statute referred to was 
void as contrary to the state consti- 


tution and it proceeded to uphold such 
construction. The court said that 
it was probable that the ele- 
ment of goodwill was not to be in- 
cluded as an element of the franchise 
but that the question was purely one 
of constitutional construction. 

The court in its opinion 
part: 


more 


said in 


The question so 
broader than 


presented is, in fact, 
one as to the propriety of 
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omitting or including the elements of good- 
will. The assessments in question are on the 
basis ot valuing all of the plaintiff's cor- 
porate excess The corporate excess ot 
necessity includes all of the plaintiff's in- 
tangibles, of which the pl aintiff’ s goodwill, 
if it has any, is but one. * The assess- 
ments in question can he jus tified only upon 
the theory that by anchise the constitu 
tional provision ae consideration means 
corporate excess. Whether this theory b« 
correct or not is matter of extrem¢ 
practical importance, since for years now 
issessments have been made and taxes in 
large amounts collected by the state in 
eliance upon it. 

The court then went on to discuss 
the ordinary signification and mean- 
ing of the term “franchise” and 
pointed out that it was quite different 
from “corporate excess.” But, ac- 
cording to the opinion, the matter 


could not be so simply determined. 


The history behind this provision of 


the constitution must be taken into 


consideration, In the language of the 


court: 


fo sum the matter up, it appears that, 
while the decisions of this court, if carefully 
considered, do not justify the statement that 
they positively hold that corporate franchise, 
is used by the constitution in this connection, 
and corporate excess are equive lent terms, 
yet the language of the decisions is sufficient 
to have jus stified a general impression at 
the time oi the adoption of the constitutional 
amendment that they had so held that the 
commission which drafted and recommended 
the amendment and the legislature which 
ie gene: it so believed, and proceeded upon 
that belief; that those responsible for the 
amendment represented to the people in 
advocating its adoption that it would have 
the effect of taxing for state purposes all 
the intangibles of corporations under the 
name of franchises; that certain important 
purposes, which the amendment sought to 
accomplish, would be frustrated by any 
other construction; and, finally, that this 
construction has been followed in practical 
administration ever since the adoption of 
the amendment, and to hold now that it was 
not justified would cause very great public 
embarrassment and difficulty. The combined 
force of these facts is such as, in our judg- 
ment, to leave room for but one conclusion, 
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it is that vhen the constitution, in 
\rticle XIII, Section 14, Subdivision (d), 
for tl 


le assessment and taxation of 


| ranchises, it means the so-called 
| xcess, although such is not the 
trictly speaking proper us¢ 
( T nchise 


cited were de 
ms of the Supreme Court of 
tucky and the statutes of 


authorities 
Ken- 
Massachu- 


court upheld as correct the 


valuation of franchises 


thod ot 





ich was previously approved in 
lev Water Works v. Schot- 
62 Cal. 69) saying: 
1 consists in (1) ascertai 
warket value of all outstanc 
d | @ theretrom 
( T ble or tat 
t hich the corporat 





t was pointed out in this case that 
the mere fact that the assessment ap- 
peared excessive and arbitrary was 
unavailing in the absence of charges 

ictual fraud or mistake. 

\s to what figures are to be used 
vy the State Board of Equalization, the 
laintiff contended that the require- 
the statute of statements 
from corporations setting forth items 
from which the value of the corpor- 


ment by 


ite excess can be determined is in ef- 
ect a prescription of the method to be 
lowed by the board in fixing values 

nd that, action of 


therefore, the 


the board of equalization in fixing 
ues is open to inquiry. 
In disposing of this contention the 
urt said: 
s sufficient in reply to say that the 
tue very clearly does not intend to bind 
oard to accept or follow the figures 
tted to it, but leaves the matter of 
fixing values entirely to its best discretion. 
exercise of this discretion cannot, as 
have said, be inquired into in the ab- 
nce of allegations of fraud or mistake. 





It is clear, therefore, that any tax- 
payer objecting in the courts to its 
franchise tax 
of fraud or 


the State 


must make out a case 
the part of 
Board of lqualization. 

Of course, it is that if a 


business in 


mistake on 


obvious 
corporation 1s doing 
eral states, the value of its intangibles 
is not attributabl 
of them 


sev- 
in whole to any one 
The board has not in Cali- 
formulated or announced 


fornia any 


general rule to govern this question. 
It seems evident, however, that from 
the data submitted to the board by the 


corporation it is possible to determine 


a factor for this purpose by either 
of two methods as follows: 
1) Gross receipts in California = 
= " lotal corporate excess 
lL otal gross receipts 
b) Actual value of property in California Total 











Actual value of all property corporate excess 


The practice of the board is: no 
doubt, to use whichever of these 
methods or factors produces the 
higher tax. In some states such 


methods are specifically provided for 
by statute. 

\ great deal of criticism (much of 
it perhaps entirely unwarranted) has 
been directed at the board because of 
certain facts developed in the trial 
Utah Construc- 
Richardson referred to 
Certain testimony of the Sec- 
retary of the State Board of Equal- 
ization, (which was irrelevant to the 
issue involved since the secretary was 


court in the case of 
tion Co. v. 


aby ve, 


not present when the tax in question 
was indicated that the 
board members did no more than to 
mark the amount of the tax upon the 
report forms submitted by the cor- 
poration and pass the forms on to 
some clerk to compute a_ franchise 
value to vield such amount of tax at 
the prevailing rate. 


assessed ) 














lhe 


contends that 


State Board of Equalization 


its conduct and its ex- 
ercise of its discretionary powers are 
not to be judged by the statements in 
the above-mentioned main- 
tains that it applies a fair and impar- 
tial judgment to report sub- 
mitted to it and computes the value of 
the franchise upon the basis of known 
methods in the 
facts of the case. It is not required 
the method used in any 
particular case and it is understood 
that it has avoided adopting any set 


case. It 


every 


view of particular 


to disclose 
method because of the endless litiga- 


tion which the result 
of efforts by corporations to show its 


would arise as 


computations to be in error. Any 
taxpayer corporation appearing before 
the board with a bona fide case is 


said to receive fair and impartial con- 
sideration. It must be kept in mind, 
however, that the taxpaver, being un- 
informed of the method used by the 
board in its computations, may find 
that it has succeeded only in having 
increased by reason of data 
the The tax 
payer is always in the position of not 
opponent has done 
or will do upen the basis of the evi- 
submitted. The not 
bound to use the figures submitted to 
it ti 
fore it enables it to properly value 
the The the 
corporations in the board’s files bear 
onlv a the amount of 
the tax to be assessed and _ paid. 


its tax 


placed before BY yard. 


knowing what its 
dence board is 
it believes other information be- 
franchise. 


reports of 


notation as to 


The principal difficulty from = the 
taxpayer's viewpoint arises, there- 
fore, from two sources. These are 
namely that (a) there is no definite 


method of computation openly adopted 
by the board and ()) there 
permanent records kept of the compu- 
tations made in 


are no 


individual cases. 





M.S COURN AL 


It is suggested, however, that in the 
great majority of cases the valuations 
placed upon the 
porations by the board are much lower 
than the actual values. If it can be 
scientifically demonstrated that the 
valuation by the board is too high a 
proper presentation of the facts be- 
fore the board will generally result in 
an equitable adjustment. After all. 
the members of the board are human 
and in spite of their powers 
must take notice of evidence properly 


franchises of cor- 


broad 


presented to them on such an issue. 
The general attitude adopted, while 
apparently arbitrary in one sense, 1s 
obviously necessary to discourage the 
presentation of great numbers of 
trivial protests which would require a 
months’ the 
to dispose of. 


twelve session of board 

The proper procedure appears to be 
to prepare 
port. 
cess of a proper valuation based upon 
scientific methods a formal protest 
should be made to the board. [i this 
avails nothing then the tax may be 


a careful and accurate re- 
If the assessment is far in ex 


paid under protest and suit instituted 
tor its recovery. 


Assessment and Collection 

The franchise tax is assessed as of 
the first Monday in March and in this 
respect is similar to the general prop- 
erty tax. 

The present law provides that the 
word “company” as used in the con- 
stitutional provisions levying the fran- 
chise taxes shall include persons, part- 
nerships, joint stock associations, com- 
panies and corporations. As a prac- 
tical matter no attempt has been made 
until recently to levy the tax on or- 
ganizations other than technical cor- 
porations, but common law trusts are 
now required to pay the franchise 





(Report of State Board of 
ualizaion for 1923-1924, page 9%.) 
distinction is made between domes- 

ind foreign corporations, either 

s to the classes of corporations lable 
to the base and rate of the tax. 

tax is due and pavable to the 
lreasurer the first Monday in 

lulyv. It is provided, however, that 


the iment mav be made in two in 


lments. The first half of the tax 


hecomes delinquent on the sixth Mon 
dav after the first Monday in July 


the Monday between August 12 and 
\ugust 18); the second half becomes 
linquent on the first Monday in leb- 
uary. Thereafter cash penalties at- 

Failure to make payment on 

ore the Saturday preceding the 
rst Monday in March results in a 
uspension of the corporate powers 
i a domestic corporation and a for 

of the right of a foreign cor 


poration to do intrastate business in 
California. Any attempt thereafter 
to transact or do business in the state 


onstitutes a crime punishable by a 
fine of from $250 to $1,000. or by im- 
risonment from 50 to 500 davs, or 


hoth. The person who attempts to 


t 


ansact the intrastate business in be- 


half of the delinquent foreign corpor- 


tion is guiltv of the crime. The law 
lso provides for recovery of the de- 
quent franchise taxes by legal ac- 


tion. This procedure, however, is 


eldom resorted to. 
In the event that any corporation 
fails or refuses to file the report re- 
red of it by the law, the board 


must note this fact in its record. The 


ard is then required to estimate the 
ilue of the franchise and to assess 
he proper tax against it. If in the 


11 


ceeding year the same corporation 


again fails or refuses to make the re- 


itt the same procedure is followed 
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but the value determined for the fran- 
chise shall be not less than twice that 
determined in the previous year. This 
procedure is followed from year to 
vear until a true statement is fur- 
nished by the corporation. 

The making of false or fraudulent 
returns is punishable by fine ranging 
from $3,000 to $5,000 and imprison- 
ment up to one vear in the county 
jail. 


Constitutional Feature of the Law 


It has been established that this 
franchise tax on general business cor 
porations does not violate the due 
process clause of the Federal Consti 
tution (San Bernardino Co. v. State 
Board of Equalization (1916) 172 
Cal. 76, 155 Pac. 458; San Francisco 

. Pacific Telephone & Telegraph Co. 
(1913) 166.Cal. 244. 135 Pac. $71). 
\nd the general rule prevails in Cali- 
fornia that it is not double taxation to 
levy a tax on property and a privilege 
or franchise tax on the use of the 


same property. (Jlatter of Schuler 
(1914) 167 Cal. 282, 139 Pac. 685; 
fix parte Mirande (1887) 73 Cal. 


365, 14 Pac. 888. ) 

It has likewise been established that 
the franchise taxes on general busi- 
ness corporations and public utilities 
do not violate the interstate com- 
merce clause of the Federal Constitu- 
tion, but such tax cannot be imposed 
on corporations engaged exclusively 
in interstate commerce. (Schwab v7. 
Richardson (1923) 263 U. S. 88, 44 
Sup. Ct. 60; Pullman Co. v. Richard- 
son (1922) 261 U. S. 330. 43 Sup. 
Ct. 366; People v. Alaska Steamship 
Co. (1920) 182 Cal. 202, 187 Pac. 
742. ) 

In conclusion it is desired to point 
out that a comparison of the taxes 
levied and collected by one state with 
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those of another involves the consid- 
eration of a great variety of factors 
which influence such taxes. A mere 
tax rates or of the 
amount of taxes paid in one state 
with that paid in another is futile 
and not truly informative; all factors 


comparison of 


must be considered. The application 
affecting the ultimate tax collected 
of the tax laws of every state and 


the methods of establishing equitable 
taxation 
This is es- 


values for the purpose of 
present many problems. 
pecially true in the application of such 
tax laws and valuation methods to 
foreign corporations doing business 
within the state. When there is added 
to the ordinary factors, the further 
element of the rapid development 
which has taken place in California 
these further compli- 
cated. 

The State of California maintains 
a very high standard of public service 
in all her institutions, from her great 
systems of highways and public works 
supervisory, 
Per- 


problems are 


administrative, 
organizations. 


to her 
and educational 
haps never before in the history of 
the world has so young a state devel- 
oped in so short a period of time such 
facilities and such opportunities for 
conducting business generally. 

The direct benefit of all these things 
accrues alike to domestic and foreign 


corporations. Under the  circum- 
stances the cost of developing and 
maintaining these institutions and 


facilities can hardly be considered ex- 
cessive. 

In the meantime, values of all 
classes have increased by leaps and 





matter of 
knowledge that under such circum- 
stances there is a wide spread be- 
tween the values reflected by balance 
sheets and the values on the assess- 


bounds. It is a common 


ment rolls. Since conservative ac- 
counting influences the values 
reflected in the balance sheets, these 
values will generally be much less than 
the actual values, and it is notorious 
that assessed values are far below ac- 
tual values in practically every case. 
It is obvious, therefore, that the ad- 
ministration of the tax laws in Cali- 
fornia has been influenced by the 
necessity for carefully scrutinizing all 
valuations upon which the sources of 
public revenues are dependent. That 
such action would arouse considerable 
antagonism and criticism is to be ex- 
pected. The result, however, is an 
equitable distribution of the tax bur- 
den. 
in California is 


be ¢ kk 


The privilege of doing business 
well worth the 
in taxes to the foreign corporation. 


cost 


Abraham Lincoln Said— 


Property is the fruit of labor ; prop- 
erty is desirable, is a positive good 
in the world. That some should be 
rich shows that others may become 
rich, and hence is just encouragement 
to industry and enterprise. Let not 
him who is houseless pull down the 
house of another, but let him work 
diligently and build one for himself, 
thus by example assuring that his 
own shall be safe from violence when 


built. 
—The F. & FH. News 





Che GZ. B. B. & M. Journal 


Published by Lybrand, Ross Bros. and 
Montgomery, for free distribution to 
members and employees of the firm. 


The purpose of this journal is to com- 
municate to every member of the 
staff and office plans and accomplish- 
ments of the firm; to provide a me- 
dium for the exchange of sugges- 
tions and ideas for improvements; to 
encourage and maintain a proper 
spirit of cooperation and interest 
and to help in the solution of com- 
mon problems. 





PARTNERS 


Wittiam M. LyBRAND New York 


T. Epwarp Ross Philadelphia 


Apam A. Ross Philadelphia 
Rozert H. MontTGOMERY New York 
JosEPpH M. PuGn Philadelphia 
WALTER A. STAUB New York 
H. H. DuMprRILut New York 
JoHN Hoop, Jr. Philadelphia 
Water S. GEE New York 
r. B. G. HENDERSON Chicago 
Homer N. Sweet Boston 
GrorGcE R. KEAST San Francisco 
CALIFORNIA 


Georce T. KLINK San Francisco 


Barton T. BEAN San Francisco 
C. 3S: Biack Los Angeles 
OFFICES 
New York 110 William Street 
PHILADELPHIA Morris Building 
CHICAGO 231 South La Salle Street 
Boston 80 Federal Street 


PITTSBURGH 
DETROIT 


Union Bank Building 

Book Building 

CLEVELAND Building 

6 East Fourth Street 

Citizens Bank Building 

Investment Building 

2 Pine Street 

Tribune Tower 

935 Valencia Street 

L. C. Smith Building 
FOREIGN OFFICES AND AGENCIES 

Bertin, GERMANY 50-51 Unter den Linden 

Lonpon, ENGLAND 
Paris, FRANCE 


Union Trust 
CINCINNATI 

3 ALTIMORE 
WASHINGTON 
San FRANCISCO 
OAKLAND 

Los ANGELES 
SEATTLE 


LRB&M. JOURNAL 33 


The San Francisco Office Number 


of the Journal 


When the San Francisco office was 
requested to furnish the material for 
an issue of the JourNat I had visions 
of a collection of articles prepared by 
the various talented members of our 
staff, which would make our issue of 
the JoURNAL an acceptable substitute 
for the ‘‘Accountants’ Handbook.” 

Fortunately for us, the Boston office 
number reached us in time to spare us 


humiliation, if not disgrace. I was in 
Los Angeles at the time I saw the 


first copy, and I immediately wired 
San Francisco to “Hold everything.” 

[ realized at once that we “play- 
boys of the western world,” we in- 
fants in the family of L. R. B. & M. 
offices, should not presume to thrust 
our elementary grasp of accounting 
problems forward in competition with 
the hardy veterans of the effete East. 
\ wise duelist chooses those weapons 
in which his prowess most surely lies. 

Likewise, it is an adage of the stage 
that it is the role that makes the actor 
and it is fatal to “step out of char- 
acter.” ; 

So in these pages we have tried only 
to “be  ourselves’—raving “Cali- 
forniacs.” You would not take us 
seriously if we presumed to be other- 
wise. You even find court decisions 
concerning California humorous. 
Two serious San Francisco contribu- 
tions to the JoURNAL were returned to 
us recently after being held in the gal- 
leys as over-matter for nearly two 
years with a note to the effect that if 
we still believed what the articles pro- 
fessed we might take the responsibil- 
ity of publishing them in our San 
Francisco office number! Unfortu- 
nately, our office boy thought it was 
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some misdirected proofs of advertis- 

ing copy for Californians, Inc., and this 

lost. 
lrancisco 


valuable matter was 


“San has 


to leave.” 


said, 
fault. ‘Tis 
doubting 


Kipling 
but one hard 
Some Thomas paraphrased 
this saving, “San lfranciscans have but 
fault. 


Be that as it 


one They are hard to believe.” 


may, we offer herein 
literary cocktail. It is not 
ourselves, but 
written about 


i sort of 
all written by you will 
find it is all 


We gratefully 


ourselves. 
acknowledge our. in- 


debtedness to Inez Haynes Irwin for 
lowing us to reproduce her “Cali- 
orniacs,” and to our very good friend, 
\lr. Letchfield, for his interesting and 
wuthentic article on “Industrial Condi- 
San Bav Cities.” 


tions in Francisco 


\Ve solicited these contributions to our 


San Francisco office number in the be- 
lief that vou our 
ind enjovment of them. 

You find little that 1s 


perhaps, less that concerns accounting, 


would share interest 


serious, 


will 


ind of authoritative exegesis not even 


i trace. If vou should find a thought 
that is practical or useful, it is gratis. 


But if vou fail to find a few smiles, if 


least once, or 


a closer fel- 


vou neglect to laugh at 

overlook that feeling for 
lowship in our professional assocta- 
tion that has prompted us in prepar- 
ing this number, vou will have missed 
something which we believe is the most 
make. 


valuable contribution we can 


Rr. Bes ES. 


Another Business Romance 
The writer recalls with what interest 
he read in his boyhood days such stir- 
ring romances as “The Railsplitter in 
the White House” and “From Canal 
Boat to the President’s Chair.” That 
of such striking rises in the 
not 


the age 
vet over was forcibly 


world is 
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shown by a recent news article in The 
Vew York Times which was headed 
“Former Printer’s Devil 
President of Printing 


Becomes 
Press Busi- 
ness.” 

We were particularly interested in 
the article because it told of the career 
of Mr. Harry R. Swartz, who has for 
many warm friend of 
lollowing is a portion of the 


years been a 


our firm. 
article: 
\ former printer's devil became head oi 
the largest company in the world manuiact- 
urilg newspaper presses yesterday when the 
Board of Directors of RK. Hoe & Co. of 


504 Grand Street elected Harry R. Swartz 
to fill the place of Richard Kelly, the Presi 
dent, who has just retired. Mr. Swartz 
vill continue in his present position as 


President of the Intertype Corporation, 
manutacturing composing room machinery ; 
ut, he said, this does not signify a merger 


the two companies 


Mr. Swartz began his career as a delivery 
boy tor a newspaper in Hazleton, Pa., work 
ng atter school hours. During a Summer 


vacation he made his first connection witl 


the printing trade when he was promoted 
to printer's devil on the same publication. At 
bout that time, he said, he learned the truth 
of the saying, “You can't get something for 
othing,” when he thought he had discovered 
to get into a circus without buying 


\s it turned out he had to work all 
day shoveling coal into the boiler of a steam 
‘alliope, and so learned a valuable 


ticket. 


less¢ n 


Before he 
leit the 


i job 


was out of his teens Mr. Swartz 
small town in Pennsylvania to take 
with a manutacturing concern in 
Philadelphia. His rise was rapid, and at the 
age of 24 he came to New York as secretary 
ind treasurer of the Sprague Electric Com- 
pany. “The affairs of the concern were in 
a tangle,” he said. “It had about two gasps 
of life left in it. Mine was an executive 
position, and four years later when General 
Electric bought us out it was a highly 
profitable business.” 


\fter holding several positions in which 
he performed a similar function, that of 
putting on its feet a business in a state of 
disorganization, he became in 1917 president 
of the Intertype Corporation. At the time 
the firm was doing at a loss a business of 
about $1,000,000 gross annual turnover. In 
contrast to this it did last year a business 
of approximately $1,000,000 in gross profits. 
he said: 
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The Intertype Corporation employs 1200 
nen and women; the concern of which Mr. 
Swartz now becomes president, 3000. Mr. 
Kellv’s resignation as president had been 


veftore the directors for some time. Mr. 
Swartz said his presidency would bring no 
hange in policy in either firm. His interests 
ire not confined to the printing machinery 
rack He is a director of the Dictaphone 

rporatior nd of Ansco Photo-products, 


A Commendation 
the plan of having each of our 
ittices turnish the material for a given 
ssue of our JOURNAL is continuing to 
vork out in a very satisfactory man 


ner \n interesting commendation of 
the December issue—the Chicago office 


number—was received in the form of a 
equest from the American Society of 
Certified Public Accountants for per 
mission to reprint in its official organ, 

he Certified Public Accountant, the 


} ie “ 


ticle on “Eliminating Professional 


\mbiguities,” by Leland E. Terry. 

(he present issue is of especial in- 
terest because of its difference from 
the several preceding issues. Two of 
the articles in particular attracted the 
writer's attention. Mr. Klink’s article 
has marked historical interest and is 
well worthy of preservation through 
being incorporated in the L. R. B. & 
M. JourRNAL. The article on “Taxes 
in the State of California as applied 
to Foreign Corporations” should prove 
of real value to our organization be 
cause the subject is one which our 
offices outside of California are fre- 
quently called upon to consider in con- 
nection with business done in Cali- 
forma by branches or subsidiaries of 
our Eastern clients. 


We expect the San Francisco num- 
ber to meet with the same favor as the 
boston and Chicago numbers. _ It 
maintains the high standard set by the 
special numbers thus far issued. The 
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offices which will furnish the material 
tor succeeding issues, will doubtless be 
inspired by the fine quality of these 
special numbers. 


W.... ACS: 


Industrial Conditions in San 
Francisco Bay Cities 
(Continued from page 10) 

1ave located their headquarters and 
factories in San [francisco or QOak- 
land. 

It might seem from this article that 
California is fully developed indus 
trially. On the contrary, with very 
few exceptions, the average satura 
tion characteristic as between Pacifi 
Coast consumption and Pacific Coast 
production is less than 25 per cent. 
lfere is an empire that now has avail 
able all of the fundamental require 
ments of industry. Its growth has 
only begun, but it is destined to be- 
come a very vital factor in the genera] 
business life of the United States. 


More Horrors! 
Ii:ditor of the Journal: 

On page thirteen of the JouRNAL for 
()ctober 1925 there appeared an item 
headed “Horrors” wherein Mr. Berg- 
man of the New York office made a 
strenuous effort to get under the 
weather-beaten skin of Californians. 
We cannot permit this effort to pass 
unnoticed, especially since our learned 
contributor gave us such a wide-open 
opportunity. 

In the first place it may be said 
that it is not now and never has been 
denied by San Franciscans that there 
are fogs and occasional high winds 
in our fair city. It is a fact known 
to the wide world, or such part thereof 
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as is even ordinarily observant, that it 
is practically impossible to park a city 
right next to a body of energized water 
the size of the 


(cean without 
experiencing some of the choice winds 
and, 
We 
of this situation and required 
no decision of the Board of Tax Ap- 


Pacific 


from — said naturally 


have 


waters 


enough, the long 


fogs. 
known 
peals to inform us of it. 

Suppose we admit, and we readily 
do, that fog and salt water have their 
W hence 
comes this assumption or presumption 
that 


natural effects upon metals. 


a like etfect would be produced 
\re 


face 


upon the so-called human race ? 
not seafaring men 
the salt 
ot the oceans the 
ute so, my 


who daily 
high and fogs 
hardiest of 
dear Watson! 
\e suggest, therefore, that someone 


who understands his language explain 


winds, spray 
great 


men : 


\Ir. Bergman that San Francisco's 
rival in this matter of a hardy 
climate produced a race of Vikings! 

further than this let us refer to the 
following i 


only 


our esteemed 
“Surely the 
and 
not been 
‘educed to a mere fungus growth.” 
Ye gods and little red 
Quick, Watson, the needle! 


evidence of 


language ot 
staff 


acres of 


ellow member: 


vaunted orange groves 


ther tropical fruits have 
herrings! 
Oh that 
such colossal ignorance 
of geographical facts should find its 
way into the pages of our JOURNAL! 
| call upon some long suffering and 
patient member of the New York staff 
to take our brother aside and demon- 
strate to him that the State of Cali- 
along the Pacific 
hundred miles and 
that within the boundaries of the state 
may be found at any time a// kinds of 
climate from torrid desert to snow 
covered mountains. And please break 
it to him gently that we do not attempt 


fornia stretches 


Coast over seven 


RNAL 


to grow oranges or tropical fruits in 
San But buddy, we can 
they do 


francisco. 
get to where 


the 


grow them in 
minutes travel 
on the finest highwavs in the United 
States. 


course of a few 


To tell the truth, which we some 
times do, we suspect Mr. Bergman ot 
having incipient “Californoia,” which 
in its final stages produces the “Cali 
forniac.” We early 
symptoms, one of which is the supe 
“Come West,” 


man, before we discover some 


recognize the 
riority complex. Better 
young 
way of canning or bottling these fogs 
and winds of ours, or you will be buy 
ing them in New York at boot-leggers’ 
prices! 

\RTHUR J. HAIR 


San Francisco O fhice. 


Even the Judge Says It Was 
“Comical” 


\ copy of the October issue of the 
JOURNAL containing Mr. Bergman's 
comments on the decision in the Ap- 
peal of the Pacific Car and Equipment 
Co., was furnished Judge A. E. Graup- 
ner, head of the division of the United 
States Board of Tax Appeals from 

The follow- 
ing is Judge Graupner’s reply: 


which the decision issued. 


Washington, November 9, 1925. 
J. Marvin Haynes, Esq., 
Investment Building, 
Washington, D. C. 
My dear Mr. Haynes: 

Pardon my tardy acknowledgement of the 
favor of October 28th, sending me the copy 
of the L. R. B. & M. Journal which con- 
tained the comical analysis of the decision in 
the Appeal of the Pacific Car and Equipment 
Company. I had a good laugh over this, as 
did the other members of the Board to 
whom I read it. 

I thank you very much for thinking I 
would be interested and in case of any con- 
tinuance of the controversy I will be glad 
to sce future issues. 

Very truly yours, 


(Signed) A. E. GRAUPNER 














